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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

are rebased. A description of the calculation of the base per diem rates 
for theperiodsbeginningSeptember01, 2000, October 01, 2000, and 
December 01,2000 are as follows: 

A. Primary Operating Costs 

1. 

2. 

3. 

4. 


Determinetheweightedmeanprimaryoperatingperdiemby 
summing all reportedprimaryoperatingexpensesofallnursing 
facilitiesservingadults(excludingfacilitiesservingonlyAIDS 

and by period days.patients) dividingtotal patient Primary 
costs all costsoperating consistsnon-capital excluding 

administrative services, which are described on page4. 
Determine the audit adjustment per diem to be extrapolated to all 
reporting based on desk andfacilities reviews independent 
sampleauditfindings.Theauditadjustmentisbased on an 
averageofthedifferencebetweenreportedandauditedcost 
reportsforfieldauditedfacilities.If no auditfileisavailable,an 
averageauditadjustmentwillbedeterminedfromtheaverage 
audit adjustments from the previous5 years available. 

For the rate period beginning 09-01-01 an audit adjustment which 
the available data Thisreflects latest audit will be made. 


adjustment will be madeto the base primary operating cost before 

trending forward to the midpoint of the statefiscal year of the rate 

period by the factors definedin 3.A.4, below. The new adjustment 

willbe the differencebetweenthefactordetermined in the 

previous rate as defined above and the average of the three most 

current available years audit data on file. 

Determine the adjusted primary operating per diem by subtracting 

the audit adjustment per diem (step 2) from the weighted mean 

primary operating costs per diem determined
in step 1. 
Trend forward the adjusted primary operating per diem from the 
midpoint of the base year to the midpoint of the rate period state 
fiscalyearusingtheinflationupdatefactors.TheAuthoritywill 
usetheupdatefactorspublishedintheDataResources,Inc., 
("DRI") nursing home without capital market basket index for the 
fourth calendar quarter ofthe previous fiscal year. 

Forexample,fortherateseffectiveJuly 1, 1997,theAuthority 
usedtheupdatefactors for thefourth quarterofcalendaryear 
1996. 

Revised 09-01 -01 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

B. AdministrativeServices 

An imputed administrative services allowance will be used in lieu of 
actual owner/administrator salary and non-salary compensation. The 
imputedadministrativeservicesallowance is the state-established 
limit or value for the purposes of calculating the reimbursement rate. 

The base allowance is determined as follows: 

1. 	 Determinetheweightedmeanperdiemadministrativeservices 
cost(less the ownersnon-salarycompensation)for the regular 
nursing facilities from the base year cost reports. 

2. 	 Trendforwardtheallowanceperdiemdeterminedin 1 fromthe 
midpoint of the base year to the midpoint of the rate period state 
fiscal year using the inflation update factors asin 3.A.4 on page 3. 

C.Capital 

Animputedallowancewillbeusedinlieuofactualdepreciation, 

interest,andleaserelated to facilities andequipment.Theimputed 

allowance is determined by dividing the total reported costs (from the 

base year cost reports) for the regular nursing facilities, plus that for 

theregularnursingfacilitiesservingaidspatients,plusthatforthe 

private standard intermediate care facilities for the mentally retarded 

plus that for the private specialized (16 bed or less) M/R facilities by 

the total "adjusted days" for those facilities. The "adjusted" days are 

determined by multiplying the allowable days from the base year cost 

report by a factor of .93 (i.e. adjust to a 93% occupancy level). To 

accountforinflationthisimputedcapitalallowancewillbetrended 

forward to the rateperiodstatefiscalyearbytheMarshall-Swift 

replacementcostmultipliersforfacilitieswithClassCconstruction 

(DistrictComparativeCostMultipliers,CentralRegion)published in 

the January index of the year preceding rate change period. 


D. adjustment For change In Law Or Regulation 

TheAuthorityalsoconsiderspossibleeffects on rateyearcosts 

compared to base year costs that might not be fully accounted for by 

the DRI index described above. Inasmuch as the index is an estimate 

ofactualandforecastednationalratesofchangeinthepriceof 

nursing home goods and services, DRI is notspecific to anystate. 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

Thus during a given period, it might not sufficiently account for the 
economic effects of changesin federal laws or regulations which have 
a disparate impact on Oklahoma, or of changesin state laws, rules or 
circumstances that only affect Oklahoma. 

Thefollowingcircumstancesmaycauseanadjustmentto rate year 
costs: additional costs incurredto meet new requirements imposed by 
governmentregulatoryagencies,taxation,authorities,orapplicable 
law(e.g.,minimumstaffingrequirements,socialsecuritytaxationof 
501(c) minimumchange,(3) corporations, wage etc.)and 
implementationoffederalorstatecourtorders andsettlement 
agreements. 

OHCAwillevaluateavailablefinancial or statisticalinformation, 
includingdatasubmitted on costreportsandspecialsurveys to 
calculate any base rate adjustment. These adjustments will become 
permanent until suchtimeastateplanamendmentissubmitted to 
rebase the rates. 

Per HB 2019, the Oklahoma 2001 Health Care initiative, the following 
adjustments will be made. 

1. 	 For the rate period beginning September 1,2000theOHCAhas 
calculatedanOklahomaSpecificadditionalcostofexpected 
increase in Liability insurance rates. The rate will be adjusted by 
an additional$51 for the expected cost. The amount of additional 
costwasdeterminedfromasampleofnursingfacilityinvoices 
from the 1999 and 2000 fiscal years and from data fromthe base 
year cost reports. The total sample costs for 1999 were compared 
to the total samplecostsfor2000 to get an overallpercentof 
increase. Total available days from the base year cost report was 
divided by 365 to estimate the number of beds which in turn was 
multipliedby an estimatedannualcost of $100perbed(per 
industry survey)to get an annual estimate for the rate year period. 
The resulting cost was divided by the total patient days from the 
base year cost reports and multiplied by the percent increase from 
above to determine the added cost per day. 

Thisadd-onwillbetrendedforwardby the samemethodasin 
3.A.4 on page 3. 

Revised 09-01-01 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

2. 	 For the rate period beginning September 1, 2000 the OHCA has 
calculatedadditional of direct staffingthe costnew care 
requirements.Thesenewrequirementsare to maintainstaff-to
patient ratios of 1:8, 1:I2 and 1:17 for the three 8 hour shifts for 
day, evening and night, usually beginning at 8:OOa.m., 4:OO p.m. 
and 12:OOa.m., respectively. The rate will be adjusted for the cost 
of maintaining a level of staffing that is at 86.5% of thebase year 
level above the minimum requirement. 

This adjustment is calculated as follows: 

1. 	 Determine the direct care hours per day from the base year 
cost report data for all private facility types. 

2. 	 Determine the direct care cost per day (including benefits) of 
the hours determinedin Ifrom the base year cost reports. 

3. 	 Adjust the hours perday for the effectof the minimum wage 
requirement of HB 201 9 by multiplyingthe factor determinedin 
2 by the percent ofthe cost of the minimum wage increase to 
the total salaries and benefitsin the base period. 

4. Determine the amount of hours per dayin the base period that 
actual direct care hours exceeds the minimum requirement. 

5. 	 Apply a factor of .865 (86.5%)to the amount determinedin 4. 
This isthe estimated amount that the facilities will remain 
above the minimum required hours. 

6. 	 Add the amount determinedin 5 to the amount of new required 
minimum hours per dayto get the expected level of hours per 
day forthe rate period. Divide the expectedlevel of hours by 
the level of hours in the base yearto get a percent increase. 

7. The cost per day is determined by multiplying the percentin 6 
by the cost in 3 to get the add-on. For the period beginning 
09-01-00 this amount is $2.22. 

The direct care staff-to-patient ratios required and the employees 
to be included in the ratios are definedin Sectionl-1925.2 of Title 
63 of the Oklahoma Statutes. In general, direct care staff includes 
anynursingortherapystaffprovidinghands-oncare.Prior to 
Sept. 1, 2002 Activity and Social Work staff not providing hands
on care are allowable. On Sept. 1, 2002 Activity and Social Work 
staff not providing hands-on care shall not be includedin the direct 
care staff-to-patient ratios. The direct care staff-to-patient ratios 

Revised 09-01-01 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

willbemonitored by theAuthoritythroughrequiredmonthly 

Quality of Care Reports. These reports and rules may befound in 

the Oklahoma Administrative Code at OAC 317:30-5-131.2. This 

section of the Code also includes rules for penalties for non-timely 

filingandthemethods of collectionofsuchpenalties.Non 

compliance the staff-to-patient
withrequired ratiosbe 
forwarded to theOklahomaStateDepartment of Healthwho in 
turn underTitle 63 Section1-1912through1-191 7 of the 
Oklahoma Statutes (and through the Oklahoma Administrative Act 
Codeat310:675)willdetermine"willful"non-compliance.The 
Health Department will inform the Authority as to any penalties to 
collect by methods notedin OAC 317:30-5-131.2. This add-on will 
be trended forward by the same method asin 3.A.4 on page 3. 

3. HB requires nursing pay2019 that all licensed facilities a 
statewide average per patient day Qualityof Care assessmentfee 
based on 6% of the average gross revenue per patient day. An 
estimate of theCalendar1999surveysreportingthisdatawas 
used to set the rate for the period beginning September 1, 2000. 
Thisestimateandrateadjustmentwillbe $4.00 perday.The 
estimatewasdeterminedbymultiplying the SFY 1999 rate for 
regular nursing homes by 6% (.06x $66.75). The OHCA was also 
directed to collecttheassessment,assesspenaltiesforlate 
paymentanddeposittheassessments into a"QualityofCare 
Fund" and make payments from said fund for the purposes listed 
in the Bill. The actual rate for the period beginning 09-01-00 will 
be determined from calendar 1999 surveys at a later date. When 
received, an adjusted rate will be established that reimburses the 
facilities for the estimated actual costs to be incurred during the 
rateperiodstatefiscalyear.Grossrevenuesaredefinedas 
Gross total lessdonationsandReceipts(i.e. cashreceipts 
contributions).Forsubsequentstatefiscalyearstheperday 
assessment fee will be determined in advance from the totals of 
the monthly Quality of Care Reports, Section C, for the 6 month 
period from October 1 through March 31 of the prior fiscal year, 
annualizing those figures and determining the fee by dividing the 
totalrevenuesbythetotaldaysandtakingthatresultand 
multiplying by .06 (6%). 

Forthe rate period beginning 09-01-01 the rate component wasI adjusted to $6.10.Thisamountallowscoverageof the provider 

Revised 09-01-01 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

fee currently in effect which was set as of 07-01-01 as defined in 
D.3 above.Therateperiodadjustmentwasdeterminedby 
multiplying the actual fee increase by 365 days and dividingby the 
days left in the rate period (304, i.e. 12 month’s fees spread over 
ten months) and addingto the previous fee ($4.90). 

4.For the rate periodbeginningOctober1,2000anadjustmentof 
$3.00 per day will be addedto the rate for the estimated cost of a 
minimumwage for specified salaries as mandated by HB 2019. 
Theminimumwagewillbe$6.65perdayforthefollowing 
specifiedpositions:Registerednurse,Licensedpracticalnurse, 

aides, medicationCertified aides,staff,Nurse Dietary 
staff, staff, staff,Housekeeping Maintenance Laundry Social 


service staff, and other activities staff. The OHCA will monitor this 

requirement and assess penalties as discussed
in 2 above. 

The adjustmentis determined as follows: 

1. 	 Determinethe number of hours reportedon the base year 
(SFY 1999) cost reports for those employee classesanat 
average salaryof less than$7.00 per hour. 

2. Determine the number of hours reportedon the base year cost 
reports for those classes at an average salary of$7.00 to 
$10.00 per hour. 

3. 	 Determine the period add-on for benefits by dividingthe base 
year cost report total benefits by total salaries. 

4. 	 Determine the direct effect class add-on by multiplying 20% of 
the hours determinedin 1 by the rate of increase in the 
minimum wage (including benefits which means rate of 
increase plus the percent add-on determinedin 3). 

5. 	Determine the ripple effect class add-on by adding the hoursin 
1 and 2 and subtracting the hours determinedin 4. Thirty-five 
percent (.35) of this total is multipliedby the rate of increasein 
the minimum wage plus benefits (see 4 above). 

6. 	 Determine the total add-on by totalingthe results in 4 and5. 

This add-on will be trended forward by the same methodinas 
3.A.4 on page 3. 

5. 	 For the rate periodbeginningDecember 1, 2000 theprovider 
assessmentfeesetatSeptember1,2000willbeadjusted to 

Revised 09-01-01 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

compensate for the actual fee determined by the surveys of data 
received.Therateadjustmentneededforthisincreasedcostis 
$1.29.Surveysweresent to thenursingfacilitiescollecting 
revenue and patient daydata for calendar 1999. Per HB2019 this 
data was to be used to set provider fee assessment ratesfor the 
different types. assessment for periodfacility The feethe 
beginning 09-01-00 was set at $4.90. This adjustment is needed 
for the remainder of the state fiscal year to appropriately reflect 
the costs adjustthe assessmentactual and for estimated 
reimbursementportionoftheratesetat09-01-00 (see D.3 
above).Theadjustmentneededwasdeterminedbymultiplying 
the difference between the estimated assessment in the rates at 
09-01 and the actual assessments from the surveys by the total 
monthsthatadifferenceoccurredanddividingthistotalby the 
estimated days remaining in the rate period. After the initial rate 
period these adjustments will be amendedto an annual basis. 

6.HB2019 directedtheNursingFacilities to providefordentures, 
eyeglasses non-emergency attendantsand transportation for 
Medicaid clients in nursing facilities. For the rate period beginning 
December 1, 2000 the rate adjustment for the estimated cost of 
these added items of coverage is $2.45 per day. The costs were 
determined as follows: 

For the transportation travel attendant the base year cost report 
average hourly cost for a social worker was brought forwardto the 
rate state fiscal year and an adjustment made for the effects of 
minimum wage and benefits. The cost of two FTE's per 100 bed 
home were determined by multiplying that total by 2080. Fromthe 
cost report data percent of occupancy it was estimated that this 
100bedhomewouldhave29,000patientdayswhichwhen 
divided into the cost of thetwo FTE's givesan add-on of $1.78per 
day. 

For the cost of dentures it was estimated that 50% of the 25,000 

Medicaidclientsneedeyeglassesonceeverythreeyears.That 

correlates to an average of 4,165 services per year. The cost of 

those services was estimatedat the Medicaid rates for one upper 

or lower one re-base and one reline (codes D5130, D5214, D5720 

and D5751), or $567.47. This cost times the number of services 

dividedbytheestimatedMedicaidpatientdaysistheadd-on 

needed for these services. 


Revised 09-0-011 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

7. 

For the cost of eyeglassesthe total number of services needed is 

75% of the 25,000 totalpopulationofMedicaidpatients. It is 

estimatedthat 80% ofthoseneedservices,or15,000.The 

average cost per service was determined to be the total for one 

lens plus one frame plus one exam (codes W0105 to 0109,V2020 

and This average per is
92002/92012). total costservice 

multiplied by the estimatedtotal services per year and divided by 

the total estimated Medicaid days
to get the per diem add-on. 

Thisadd-onwillbetrendedforward by the samemethodas in 
3.A.4 on page3. 

For the rate period beginning December 1, 2000 the OHCA has 
added $3.1 1to the rate to cover the cost of staffing requirements 
of HB 2019notcovered in theratechange in 2above. OHCA 
adjusted the ratebyanadditional$3.11 to coverthecostof 
maintaining the same level above the minimum requirementsinas 
previous reporting periods and to adjust for the loss of the “Major 
Fraction provision in determining TheThereof” compliance. 
adjustment is determined as follows: 

1. The additional hours neededto cover the loss of the “major 
fraction thereof” provisionin meeting the minimum staffing 
requirements was determined by arraying the required hours 
for levels of patients from60 to 99 under the new staffing 
requirements with the provision and without the provision. The 
average percent changein required hours was determined. 

2. The percent in 1 above was increased by another 25 percent 
to account for theloss of the three months (from 09-01-00) 
that this loss was not includedin the rate adjustments (3 
months divided by 12 months equals .25). 

3. 	 The percent calculated in 2 above was addedto 100% to also 
cover the level of staffing over the minimum that occurredin 
the base year. This percent was usedin the method in D.2 
above to calculate the per day amount required to fund both 
the loss of the “major fraction thereof” and funding at the same 
level above the minimum requirement that occurred the 
base year. 

4. 	 The add-on at 09-01-00, calculated in 0.2 above was 
subtracted from the per day amount determinedin 3 aboveto 
determine the add-on required for 12-01-00. 

Revised 09-01-01 
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METHODS AND STstandards FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

For the rate period beginning 09-01-01 the add-on determined 
in 7, steps 1 through4, above will be deleted before trending 
forward (as in3A.4, page 3). The "Major Fraction Thereof" 
provision in determining compliance with the staffing 
requirements was added backto the nursing homes (perSB 
#803) and the portionin the current ratesfor the loss of the 
provision was deleted as of the effective date, 09-01-01. 

Also, effective09-01-01 the rates willbe adjusted for the 
additional cost of the new direct care staffing ratio 
requirements. The new ratios (effective 09-01-01) are 1:7, 
1:10 and 1:17 respectively, for the day, evening and night 
shifts. The adjustment is determined as follows: 
1. 	Determine the current direct care hours per day fromIthe 

latest available Quality of Care Reports. 
2. Determine the percent increasein direct care hours per day 

from the base year(SFY 1999) to the current year as 
determined in 1 above. 

3. 	Assuming the same increasein hours will be neededto 
comply with the new staffing ratios thatgo into effect as of 
09-01 -01, the hours per day required forthe rate period will 
be the current hours per day (determinedin 1 above) 
increased by the percent determinedin 2 above. 

4. 	The hours per dayin the established rate were subtracted 
from the resultin 3. 

5. The resulting increase in hours per day as determinedin 4 
above will be multiplied by the cost per hourin the 
established rate to determine the add-onfor the new 
staffing requirements. 

This add-on will be trended forward by the same methodinas 
3.A.4 on page 3. 

E. StatewideBaseRate 

The statewide facility base rate is the sum of the primary operating 
per diem, the administrative services per diem, the capital per diem 
andtheadjustmentsforchanges in laworregulation less the 
enhancement in 4 below. 

Revised 09-01-01 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
FOR NURSING FACILITIES 

4. Enhancements 

The Authority may further adjustthe statewide facility base rateto include 

estimates ofthe cost of enhancements in services that are not otherwise 

requiredbylaw but whichtheAuthoritywishes to recommendasthe 

basis for inclusionin the NF rates. 


Effective May 1, 1997 the State will pay an interim adjustment of $3.1 5 

per diem for specified staff to facilities who have elected to participate in 

the wage enhancement program. 


Allowable costs include the salaries and fringe benefits for the following 

classifications:licensedpracticalnurses(LPNs),nurseaides(NAs), 

certified medication aides (CMAs), social service director (SSDs), other 

social service staff (OSSS), activities directors (ADS), other activities staff 

(OAS),andtherapyaidassistants(TAA).Theseclassificationsdonot 

include contract staff. 


Asettlementwillbemadebasedonthevariance in theamountof 

enhanced payments and the amount expended for wages and benefits 

paid for the specified staff. The settlement will be capped at $3.15 per 

day. 


Facility-specifictargetratesweredeterminedforeachprovider.Fiscal 

year1995costswereused to settherates.Thetargetrateswere 

calculated as follows: 


1. 	 The reported salaries and wages for the specified staff were summed 
for each facility (specified staff salaries). 

2. 	Anemployeebenefitsratiowasdeterminedbydividingtotalfacility 
benefits bytotal facility salaries and wages. 

3. 	 Total specified staff salaries were multiplied by the employee benefits 
ratio calculated in2 above, to determine allowable employee benefits. 

4. Specified salaries allowable benefitsstaff and employee were 
summed and divided by total facility patient daysto arrive at the base 
year allowable cost per diem. 

5. 	The base year allowable cost per diem for each facility was trended 
forward by factors of 2.9 percent and 3.1 percent. 

6. 	 An adjustment of $3.15 per day was added to the trended base year 
costs to arrive at the targetrate for each facility. 

Revised 09-01-01 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
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7. 	 Forfacilitiesdemonstratingcompliancefor two consecutivequarters 
as ofJune30, 2000, thereporting requirementiswaived.Facilities 
notincomplianceornotparticipatingatJuly 1, 2000 maynot 
participate in theprogram and maynotreceive the enhancedrate 
adjustment of $3.15. New facilities and facilities undernew ownership 
may participate inthe wage enhancement program and will be subject 
to the compliance requirements of the program. 

5. SPECIALIZEDSERVICES 

Payment will be made for non-routine nursing facility services identified in 
an individualtreatmentplanpreparedbytheState MR Authority. 
Servicesarelimited to individualsapproved for NFandspecialized 
services as the result of aPASS/MR Level II screen. The per diem add
on is calculated as the difference in the statewide standard private MR 
base rate described on Attachment4.19-D page 39 and the statewide NF 
facility base ratein Section 3 E above. 

6. COSTS OF OMNIBUSBUDGET 
RECONCILIATION ACT (OBRA) OF 1987 

All of the costsofcomplianceappearinprovidercostreportsused to 
develop rates. Therefore, no further adjustment or add-on is required. 

ADJUSTMENTS REBASING7. RATE BETWEEN PERIODS 

A. 	 BeginningJanuary1, 2000 the rateswillbeadjustedannuallyon 
January 1, in an amount equalto the estimated savings orloss to the 
programasaresultoftheautomaticcostoflivingadjustment on 
Social Security benefitsas published in the Federal Register and the 
resulting effectto the spenddown required ofthe recipients. The rate 
adjustment will be determined as follows: the most recent calendar 
year (CY) total spenddown for Medicaid clients determined from the 
MMlS (Medicaid Management Information System) will be adjustedto 

the rate period (CY) by the Social Security Cost of Living increases as 

published in the Federal Register. The resulting spenddown estimate 

will be divided by the most recent available SFY total Medicaid days 

from the MMlS to determine the rate adjustment. 
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STANDARD NURSING FACILITY SERVINGAIDS PATIENTS 

Astatewideprospectiverateofpayment shall be determinedannuallyforOklahoma 
nursing facilities serving AIDS patients. The rate will be determined pursuant to these 
methods and standards and approved by the Oklahoma Health Care Authority Board in 
advance of therate period. 

The rate will be established based on analyses of cost reports and other relevant cost 
information, the use ofnationaland,whereappropriate,Oklahoma-specifictrendsin 
costs, including trendsin salary levels and changesin minimum wage levels, analyses of 
the economic impact of changes in law or regulations, and discussions with recognized 
representatives of the nursing home industry. 

The rate is at, or above, the level that the Oklahoma Health Care Authority (OHCA) finds 
reasonable and adequate to reimburse the costs that must be incurred by economically 

efficiently facilities to the specifiedand operated extent by 42 U.S.C. Section 
1396a(a)( 13)(A). 

A. COSTANALYSES 

TheOklahomaHealthCareAuthority(OHCA)isprincipallyresponsiblefor 

implementingtheMedicaidprogram in Oklahoma.OHCAstaffwillprepare 

necessaryanalyses to supportthe rate determinationprocess, as described 

below. 


COST1. UNIFORM REPORTS 

Each Medicaid-participating nursing facility must submit, on uniform cost 
reports designed by the Authority, cost and related statistical information 
necessary forrate determination. 

a. 	 Reporting Period. Each nursing facility must prepare the cost report 
the services duringto reflect allowable costs of provided the 

preceding year Whereimmediately fiscal ending June 30. the 

ownershiporoperationiscommenced,afractionalyearreportis 

required, covering each period of time theNF was in operation during 

the year. 
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